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SUBJECT:  Report  on  Quality  Control  Review  of  KPMG,  LLP  and  Defense  Contract 
Audit  Agency  Office  of  Management  and  Budget  Circular  No.  A-133 
Audit  Report  of  lUtnois  Institute  of  Technology  Research  Institute,  Fiscal 
Year  Ended  June  30,  1997  (Report  No.  D-2002-6-004) 

We  are  providing  this  report  for  your  information  and  use.  The  firm  of  KPMG, 
LLP  (KPMG)  and  the  Defense  Contract  Audit  "Agency  (DCAA)  performed  the  single 
audit  for  the  Illinois  Institute  of  Technology  Research  Institute  (IITRI),  a  non-profit 
research  organization  located  in  Chicago,  Illinois.  The  Office  of  Management  and 
Budget  (0MB)  Circular  No.  A-133,  “Audits  of  States,  Local  Governments,  and 
Non-Profit  Organizations,”  (0MB  Circular  A-133)  requires  the  audit.  IITRI  expended 
approximately  $97.1  million  of  Federal  awards,  of  which  $75.5  million  was  for  DoD 
and  $21.6  million  for  other  Federal  agencies,  during  the  fiscal  year  that  ended 
September  30,  1997. 

Quality  Control  Review  Objective.  As  the  Federal  cognizant  agency  for  IITRI,  the 
Office  of  the  Inspector  General,  DoD,  performed  a  quality  control  review  to  determine 
whether  the  FY  1997  report  that  IITRI  submitted  to  the  Single  Audit  Clearinghouse  met 
the  applicable  reporting  standards  and  whether  KPMG  and  DCAA  conducted  the  audit 
as  applicable  standards  and  0MB  Circular  A-133  require.  See  Appendix  A  for  a 
discussion  of  the  scope  of  this  review  and  the  requirements  for  an  0MB  Circular  A-133 
single  audit. 

Review  Results.  KPMG  complied  with  0MB  Circular  A-133  and  applicable  auditing 
standards  in  performing  the  financial  audit  of  IITRI  for  the  fiscal  year  that  ended 
September  30,  1997.  However,  the  DCAA  audit  was  not  adequately  planned, 


1 


coordinated,  and  documented.  The  DCA  A  failed  to  ensure  coverage  for  all  of  the 
Federal  expenditures  in  the  OM  B  Circular  A-133  audit  (finding  A)  and  did  not 
adequately  document  the  review  on  internal  control  over  compliance,  compliance  with 
major  program  requirements,  and  the  Schedule  of  Expenditures  of  Federal  Awards 
(finding  B).  Through  extensive  oral  explanations  and  written  narratives,  DCA  A 
demonstrated  that  it  generally  complied  with  OM  B  Circular  A-133  in  performing  the 
review  of  internal  control  and  the  audit  of  compliance  requirements.  IITRI  complied 
with  OM  B  Circular  A-133  reporting  requirements,  with  the  exception  that  the  Schedule 
of  Expenditures  of  Federal  Awards  did  not  include  notes  that  described  the  significant 
accounting  policies  used  to  prepare  the  schedule.  In  addition,  the  Data  Collection  form 
did  not  list  the  individual  programs  within  the  Research  and  Development  Cluster  in  the 
same  level  of  detail  presented  in  the  Schedule  of  Expenditures  of  Federal  Awards 
(finding  C). 

FindingA.  Audit  Planning  and  Coordination.  DCAA  Chicago  Branch  Office  did 
not  adequately  plan  and  coordinate  an  OM  B  Circular  A-133  audit  for  all  of  the  IITRI 
Federal  expenditures.  Asa  result,  about 46  percent ($44.5  million)  of  Federal 
expenditures  ($97.1  million)  under  the  audit  cognizance  of  other  DCAA  offices  was  not 
adequately  reviewed. 

OM  B  Circular  A-133. § _ ^500(a)  states  that  "the  audit  shall  cover  the  entire  operations 

of  the  auditee."  IITRI  reported  Federal  expenditures  of  $97.1  million  for  FY  1997. 
However,  contracts  for  $38.1  million  for  thejoint  Spectrum  Center  Support  Group 
(JSC)  in  Annapolis,  M  aryland,  and  classified  contracts  valued  at  $6.4  million  for  a  total 
of  $44.5  million  or  46  percent  of  the  $97.1  million  were  under  the  audit  cognizance  of 
other  DCAA  offices.  The  DCAA  Chicago  Branch  Office  did  not  coordinate  or  request 
audit  assistance  for  an  OM  B  Circular  A-133  audit  of  the  JSC  operations.  However,  the 
DCAA  Columbia  Branch  Office,  Columbia,  Maryland,  in  the  normal  course  of 
operations,  performed  an  audit  at  the  JSC.  A  Ithough  the  audit  report  states  that  the 
audit  was  conducted  in  accordance  with  OM  B  Circular  A-133,  thejSC  audit  was  not 
planned  and  performed  according  to  OM  B  Circular  A-133  requirements.  ThejSC 
auditors  informed  us  that  they  reviewed  one  compliance  requirement  (Allowable 
Cost/Cost  Principles).  The  other  13  compliance  requirements  were  not  reviewed. 
Determination  of  all  applicable  compliance  requirements  is  an  essential  step  in  planning 
and  performing  an  OM  B  Circular  A-133  audit. 

Although  the  DCAA  Chicago  Branch  Office  arranged  for  audit  coverage  of  classified 
contracts,  the  DCAA  Field  Detachment  audit  report  did  not  indicate  that  audit  coverage 
was  accomplished  according  to  the  requirements  of  OM  B  Circular  A-133.  U  niess  the 
audit  of  the  entire  operation  was  conducted  according  to  the  OM  B  Circular  A-133 
requirements,  the  auditor  cannot  render  an  opinion  on  compliance  with  major  program 
requirements.  T o  ensure  the  audit  is  performed  on  the  entire  operations  of  the  auditee. 
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the  DCAA  Chicago  Branch  Office  needs  to  plan  and  coordinate  the  OM  B  Circular 
A-133  audit  with  Columbia  Branch  Office  and  Field  Detachment  auditors. 

Recommendation  A.  We  recommend  that  the  Branch  M  anager,  Chicago  Branch 
Office,  Defense  Contract  Audit  Agency  plan  and  coordinate  all  future  Office  of 
M  anagement  and  Budget  Circular  A-133  audits  to  cover  the  entire  operations  of  Illinois 
Institute  of  T echnology  Research  Institute. 

Management  Comments.  M  anagement  concurred  with  the  recommendation.  The 
Branch  M  anager,  Chicago  Branch  Office  stated  that  they  improved  the  overall  planning 
and  coordination  process  beginning  with  the  FY  1999  audit.  The  improvements  are 
intended  to  ensure  adequate  coverage  of  the  IITRI  operations.  Assist  audit  requests  will 
provide  the  information  needed  for  the  assisting  office  to  plan  their  audit  to  meet  OM  B 
Circular  A-133  requirements. 

Finding  B.  DCAA  Report  on  Internal  Control  Over  Compliance,  Opinion  on 
Compliance  With  Major  Program  Requirements,  and  the  Schedule  of 
Expenditures  of  Federal  Awards.  The  DCAA  working  papers  did  not  adequately 
document  the  review  and  audit  conclusions  for  internal  control  over  compliance, 
compliance  with  major  program  requirements,  and  the  Schedule  of  Expenditures  of 
Federal  Awards.  In  addition,  minimal  evidence  of  supervisory  involvement  in  the  audit 
was  present.  Although  the  DCAA  auditors  met  the  training  requirement  for  the 
Government  Auditing  Standards  (GAS),  DCAA  should  consider  providing  OM  B 
Circular  A-133  training  to  ensure  that  internal  control  and  compliance  testing  are 
performed  correctly. 

Working  Papers.  The  DCAA  audit  of  internal  control  and  compliance  was 
based  on  a  determination  that  10  of  the  14  compliance  requirements  were  applicable  to 
IITRI.  However,  the  audit  working  papers  for  8  of  the  10  compliance  requirements 
were  not  adequate  to  support  the  audit  conclusions  for  the  Report  on  Internal  Control 
Over  Compliance,  the  opinion  on  Compliance  With  M  ajor  Program  Requirements,  and 
the  Schedule  of  Expenditures  of  Federal  Awards.  DCAA  adequately  tested  and 
documented  internal  control  over  compliance  and  compliance  with  two  compliance 
requirements— Activities  Allowed  or  U  nallowed  and  Allowable  Costs/Cost  Principles. 
However,  we  were  unable  to  identify  from  the  working  papers  how  DCAA  tested  for 
key  internal  controls  and  compliance  objectives  for  the  remaining  eight  compliance 
requirements.  OM  B  Circular  A-133  requires  auditors  to  obtain  an  understanding  of  the 
non-Federal  entity's  internal  control  over  Federal  program  requirements  sufficient  to 
plan  the  audit.  The  working  papers  consisted  mainly  of  audit  programs  with  yes  or  no 
answers,  copies  of  contracts,  contract  modifications,  contractor  records,  independent 
public  accountant  working  papers,  and  printed  account  information,  but  no  explanation 
of  how  the  documents  answered  the  audit  program  steps.  A  Ithough  the  audit  program 
steps  were  drawn  from  the  compliance  supplement,  we  could  not  ascertain  what  was 
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done  and  how  it  related  to  the  compliance  supplement  objectives.  The  working  papers 
did  not  contain  the  methodology,  the  description  of  transactions,  or  the  records  tested 
that  would  enable  an  experienced  auditor  to  understand  what  was  accomplished.  In  a 
number  of  instances,  DCAA  included  the  independent  public  accountant's  work  but  no 
discussion  of  how  or  what  they  did  to  rely  on  someone  else's  work  was  present. 

GAS,  Chapter  6.46  requires  that  auditors  obtain  sufficient,  competent,  and  relevant 
evidence  to  use  as  a  basis  for  the  findings  and  conclusions.  A  record  of  an  auditor's 
work  should  be  retained  in  the  form  of  working  papers  and  should  contain  sufficient 
information  that  will  enable  an  experienced  auditor  who  has  no  previous  connection 
with  the  audit  to  ascertain  from  the  papers  evidence  that  supports  an  auditor's 
significant  conclusions  and  judgments.  Working  papers  should  document  the 
objectives,  scope,  and  methodology  and  include  any  sampling  criteria  that  was  used. 

For  8  of  10  compliance  requirements  (Equipment  and  Real  Property;  M  etching.  Level 
of  Effort,  and  Earmarking;  Period  of  Availability;  Procurement  and  Suspension  and 
Debarment;  Program  Income;  Reporting;  Subrecipient  M  onitoring;  and  Special  Test 
and  Provisions),  we  were  unable  to  determine  how  the  working  papers  supported  the 
audit  conclusions. 

For  the  Schedule  of  Expenditures  of  Federal  Awards,  the  audit  working  papers  did  not 
show  how  DCAA  concluded  that  the  auditee  identification  of  Federal  programs  was 
complete  and  appropriate.  The  working  papers  consisted  of  contractor  records  without 
any  explanation.  Without  adequate  working  papers,  we  were  unable  to  understand  how 
the  conclusions  were  reached. 

DCAA  provided  extensive  supplemental  oral  explanations  and  written  narratives  that 
described  the  audit  procedures  used  and  the  significance  of  the  supporting  evidence  in 
the  working  papers.  The  additional  explanations  and  narratives  were  necessary  for  us 
to  determine  that  the  audit  was  performed  according  to  OM  B  Circular  A-133 
requirements. 

Supervision.  The  working  papers  contained  minimal  evidence  of  supervisory 
review.  GAS,  Chapter  6  states  that  the  audit  staff  shall  be  properly  supervised. 
Elements  of  supervision  include  instructing  staff  members,  keeping  informed  of 
significant  problems  encountered,  reviewing  the  work  performed,  and  providing 
effective  on-the-job  training.  The  working  papers  consisted  mostly  of  printed  account 
information  with  highlighted  numbers.  M  ost  of  the  working  papers  were  neither 
signed,  dated,  nor  reviewed  and  did  not  have  any  explanation  of  purpose,  scope,  or 
conclusions.  Supervisory  involvement  should  have  ensured  that  the  audit  was 
adequately  documented  in  accordance  with  GAS  and  performed  in  compliance  with  the 
OM  B  Circular  A-133  requirements. 
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Training.  To  confirm  compliance  with  GAS  standards  on  professional 
qualifications,  we  reviewed  the  training  records  of  DCAA  Chicago  Branch  Office 
auditors  who  participated  in  the  FY  1997  single  audit  of  IITRI.  DCAA  was  in 
compliance  with  the  GAS  training  requirements.  However,  only  one  of  the  auditors 
had  received  recent  OM  B  Circular  A-133  training.  The  working  papers,  significant 
additional  oral  explanations,  and  written  narratives  demonstrated  that  auditors  did  not 
clearly  understand  some  of  the  concepts  and  requirements  of  the  OM  B  Circular  A-133 
audit.  For  example,  the  auditor  incorrectly  assessed  IITRI  as  a  low-risk  auditee 
because  the  auditor  failed  to  recognize  that  3  years  of  late  OM  B  Circular  A-133  audits 
result  in  a  high-risk  auditee  designation.  OM  B  Circular  A-133  audits  are  due  no  later 
than  9  months  after  the  end  of  the  recipient's  fiscal  year.  At  the  start  of  the  FY  1997 
audit  of  Federal  programs,  IITRI  audits  for  FY  1996,  FY  1997,  and  FY  1998  were 
overdue.  In  another  instance,  the  auditor  failed  to  recognize  that  the  requirement  to 
monitor  subrecipients  does  not  depend  on  the  amount  of  Federal  awards  given.  Asa 
result,  the  auditor  incorrectly  determined  that  IITRI  did  not  have  subrecipient 
monitoring  responsibilities  for  two  universities  based  on  the  level  of  Federal  awards 
passed  through  by  IITRI. 

Recommendation  B.l.  We  recommend  that  the  Branch  M  anager,  Chicago  Branch 
Office,  DCAA  ensure  that  the  working  papers  adequately  document  the  objectives, 
scope,  methodology,  sampling  criteria,  and  audit  conclusions  to  comply  with 
Government  Auditing  Standards  for  future  OM  B  Circular  A-133  audits. 

Management  Comments.  M  anagement  concurred  with  our  recommendation.  The 
Branch  M  anager,  Chicago  Branch  Office  stated  that  they  will  adequately  document  the 
audit  objective,  scope,  conclusion,  and  sampling  methodology  to  comply  with  GAS  for 
future  audits  at  IITRI. 

Recommendation  B.2.  We  recommend  that  the  Branch  M  anager,  Chicago  Branch 
Office,  DCAA  ensure  that  adequate  supervision  is  provided  to  auditors  who  perform 
the  OM  B  Circular  A-133  audit. 

Management  Comments.  M  anagement  concurred  with  our  recommendation.  The 
Branch  M  anager,  Chicago  Branch  Office  stated  that  the  supervisor  was  involved  in  the 
FY  1997  audit  but  that  the  supervisory  documentation  did  not  meet  internal  expectations 
and  can  be  improved.  Open  and  future  assignments  will  include  improved  supervisory 
documentation. 

Recommendation  B.3.  We  recommend  that  the  Branch  M  anager,  Chicago  Branch 
Office,  DCAA  provide  training  on  the  requirements  of  the  OM  B  Circular  A-133  audit 
to  the  audit  staff  who  participate  in  the  IITRI  audit. 
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Management  Comments.  M  anagement  concurs  with  our  recommendations.  The 
Branch  M  anager,  Chicago  Branch  Office  stated  that  OM  B  Circular  A-133  training  was 
provided  to  audit  staff  in  December  2001  and  additional  training  is  scheduled  for 
M  ay  2002. 

Finding  C.  0MB  Circular  A-133  Reporting  Package  and  Data  Collection  Form 
Requirements.  IITRI  did  not  include  all  required  information  in  the  Schedule  of 
Expenditures  of  Federal  Awards  and  the  Data  Collection  Form  that  were  submitted  to 
the  Federal  Audit  Clearinghouse.  The  Schedule  of  Expenditures  of  Federal  Awards  did 
not  include  notes  that  describe  the  significant  accounting  policies  used  to  prepare  the 
Schedule  as  OM  B  Circular  A-133,  section  .310(b)(4)  requires.  In  addition,  the  Data 
Collection  Form  did  not  list  the  individual  programs  within  the  Research  and 
Development  Cluster  in  the  same  level  of  detail  as  presented  in  the  Schedule  of 
Expenditures  of  Federal  Awards  as  OM  B  Circular  A-133,  section  .320(b)(2)(x) 
requires. 

Recommendation  C.  We  recommend  thatthe  Assistant  Vice  President  for 
Government  Accounting,  Illinois  Institute  of  Technology  Research  Institute  for  future 
OM  B  Circular  A-133  audit  reports,  include  the  appropriate  notes  to  the  Schedule  of 
Federal  Awards  and  provide  the  required  level  of  detail  for  the  program  information 
provided  in  the  Data  Collection  Form. 

Management  Comments.  M  anagement  concurred  with  our  recommendation.  IITRI 
management  stated  that  omission  of  the  note  in  the  FY  1997  report  was  an  oversight 
and  that  all  of  the  future  0MB  Circular  A-133  submissions  will  include  the  notes  that 
are  required  for  the  Schedule  of  Expenditures  of  Federal  Awards.  M  anagement  also 
stated  that  in  the  future  the  Data  Collection  Form  will  be  presented  in  the  same  detail  as 
the  Schedule  of  Expenditures  of  Federal  Awards. 

Other  M  atters  of  I  nterest 

For  Official  UseOnly  Report  Markings.  The  IITRI  report  submission  included  pages 
marked  For  Official  Use  Only  on  the  pages  of  DCAA  Audit  Report 
No.  3141-99110250001.  Because  the  report  is  a  public  document,  DCAA  should 
remove  For  Official  Use  Only  markings  from  reports  that  are  used  for  OM  B  Circular 
A-133  report  submissions  if  appropriate,  or  the  For  Official  Use  Only  information 
should  be  redacted  from  the  reports. 

Late 0MB  Circular  A-133  Audit  Reports.  IITRI  has  not  submitted  single  audit 
reports  to  the  Federal  Audit  Clearinghouse  within  OM  B  Circular  A-133  required  time 
frames.  Reports  should  be  filed  no  later  than  9  months  after  the  end  of  the  fiscal  year. 

In  April  2001,  after  16  months  of  discussion  with  IITRI  Assistant  Vice  President  for 
Government  Accounting,  we  participated  in  a  teleconference  with  IITRI  Senior  Vice 
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President  and  Chief  Financial  Officer.  We  reached  agreement  on  a  plan  that  will  bring 
IITRI  into  compliance  with  the  reporting  requirements.  IITRI  has  made  significant 
progress  and  expects  to  have  all  overdue  reports  as  well  as  the  FY  2001  report  filed  by 
July  2002. 

We  appreciate  the  courtesies  extended  to  the  audit  staff.  For  additional  information  on 
this  report,  please  contact  Ms.  Janet  Stem  at  (703)  604-8750  (DSN  664-8750) 
(jstera@dodig.osd.mil)  or  Mr.  Wayne  C.  Berry  at  (703)  604-8789  (DSN  664-8789) 
(wberry@dodig.osd.mil).  See  Appendix  B  for  the  report  distribution.  The  review 
team  members  are  listed  inside  the  back  cover. 

-  Ritricia  A.  Brannin 

Deputy  Assistant  Inspector  General  for 
Audit  Policy  and  Oversight 
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Appendix  A.  Quality  Control  Review  Process 


Scope  and  M  ethodology 

W e  conducted  a  quality  control  review  of  the  KPM  G,  LLP  and  DCAA  audit  of  IITRI 
for  the  fiscal  year  that  ended  September  30,  1997,  and  the  reporting  submission  to  the 
Single  Audit  Clearinghouse  on  January  11,  2001  (Project  No.  D2001-OA-0107).  We 
performed  our  review  using  the  1999  edition  of  the  "Uniform  Quality  Control  Guide 
for  the  OM  B  Circular  A-133  Audits”  (the  Guide).  The  Guide  applies  to  single  audits 
subject  to  the  requirements  of  OM  B  Circular  A-133,  revised  j  une  24,  1997.  The  Guide 
is  the  President's  Council  on  Integrity  and  Efficiency  approved  checklist  used  for 
performing  the  quality  control  reviews.  Our  review  was  conducted  from  M  ay  2001 
through  M  arch  2002  and  covered  areas  that  related  to  the  financial  statements  and  the 
one  major  program,  the  Research  and  Development  Cluster.  As  the  cognizant  audit 
agency  for  the  IITRI,  we  focused  our  review  on  the  following  qualitative  aspects  of  the 
single  audit: 

•  qualification  of  auditors 

•  independence 

•  due  professional  care 

•  quality  control 

•  planning  and  supervision 

•  internal  control  and  compliance  testing 

•  Schedule  of  Expenditures  of  Federal  Awards 

•  Schedule  of  Findings  and  Questioned  Costs 

•  Data  Collection  Form 

In  conducting  the  review,  we  reviewed  the  working  papers  that  KPM  G  LLP  and  DCAA 
auditors  prepared  and  discussed  the  audit  with  the  auditors  and  IITRI  responsible 
personnel.  In  addition,  we  obtained  significant  oral  explanations  and  reviewed 
additional  written  narratives  that  DCAA  provided. 


8 


Prior  Quality  Control  Reviews 

Since]  une  1997,  we  have  issued  12  quality  control  reviews  of  DCA A  single  audits  and 
4  quality  control  reviews  of  KPM  G,  LLP  single  audits.  We  have  also  issued  six  quality 
control  reviews  of  audits  that  were  performed  jointly  by  DCAA  and  KPMG,  LLP. 
Copies  of  the  reports  are  available  on  the  Office  of  the  Inspector  General,  DoD,  Web 
pages  (www.doclig.osd.mil). 

Single  Audit  Requirements 

The  OM  B  Circular  A-133  establishes  policies  to  guide  implementation  of  the  Single 
Audit  Act  of  1996  (Public  Law  98-502)  amendments  and  provides  an  administrative 
foundation  for  uniform  audit  requirements  for  non-Federal  entities  that  administer 
Federal  awards.  In  addition,  0MB  Circular  A-133  requires  that  Federal  departments 
and  agencies  rely  on  and  use  the  audit  work  to  the  maximum  extent  practicable.  T o 
meet  the  intent  of  the  law  and  0MB  Circular  A-133,  the  auditee  (non-Federal  entity) 
submits  a  complete  reporting  package  on  each  single  audit  to  the  Single  Audit 
Clearinghouse.  The  reporting  package  includes  the  following: 

•  Data  Collection  Form,  certified  by  the  auditee  that  the  audit  was 
completed  in  accordance  with  the  OM  B  Circular  A-133; 

•  financial  statements  and  related  opinion; 

•  Schedule  of  Expenditures  of  Federal  Awards  and  related  opinion; 

•  report  on  internal  control  over  compliance  and  on  compliance  with  laws, 
regulations,  and  the  provisions  of  contracts  or  grant  agreements,  and 
related  opinion  on  compliance  of  major  programs;  and 

•  Schedule  of  Findings  and  Questioned  Costs. 

OM  B  also  issues  a  Compliance  Supplement  (the  Supplement).  The  Supplement  is  used 
to  assist  auditors  in  determining  the  audit  scope  of  the  OM  B  Circular  A-133 
requirements  for  review  of  internal  control.  For  each  compliance  requirement,  the 
Supplement  describes  the  related  audit  objectives  that  the  auditor  shall  consider  in  each 
audit  conducted  under  OM  B  Circular  A-133  as  well  as  suggested  audit  procedures. 

The  Supplement  describes  the  objectives  of  internal  control  and  characteristics  that, 
when  present  and  operating  effectively,  may  ensure  compliance  with  program 
requirements.  The  following  14  compliance  requirements  applicable  to  the  various 
Federal  programs  are  identified  in  the  Supplement: 
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A. 

Activities  Allowed/Unallowed* 

H 

B. 

Allowable  Costs/Cost 

Principles 

1. 

C. 

Cash  M  anagement 

J. 

D. 

Davis-Bacon  Act 

K 

E. 

Eligibility 

F. 

Equipment  and  Real  Property 

L 

M  anagement* 

M 

G. 

Matching,  Level  of  Effort, 
Earmarking* 

N 

Period  of  Availability  of  Federal  Funds* 
Procurement  and  Suspension  and 
D  ebarment* 

Program  Income* 

Real  Property  Acquisition  and  Relocation 

Assistance 

Reporting* 

Sub  recipient  M  onitoring* 

Special  Tests  and  Provisions* 


*ldentifies  compliance  requirements  applicable  to  IITRI. 


10 


Appendix  B.  Report  Distribution 


G  ary  N .  A  mstutz 
Senior  Vice  President  and  Chief 
Financial  Officer 
IITRI 

1750  Tysons  Boulevard 
Suite  1300 

McLean,  VA  22102-4213 

Ronald  C.  Gibson 
Assistant  Vice  President  for 
G  overnment  A  ccounti  ng 
IITRI 

lowest  35'' Street 
Chicago,  IL  60616-3799 

Stuart  J .  M  iller.  Partner 
KPMG,  LLP 
303  East  W acker  Drive 
Chicago,  IL  60601 

Director 

D  efense  C  ontract  A  udit  A  gency 
8725JohnJ.  Kingman  Road 
Suite  2353 

FortBelvoir,  VA  22060-6219 

Flarvey  L.  Smith,  Branch  M  anager 
D  efense  C  ontract  A  udit  A  gency 
635  Butterfield  Road 
Suite  210 

Oakbrook  Terrace,  IL  60181-4041 


U.S.  Department  of  Energy 
Office  of  the  Inspector  General 
Attn:  Single  A  udit  Contact 
1000  Independence  Avenue,  SW 
IG-33,  Room  5A-193 
Washington,  DC  20585 

U . S.  D epartment  of  T ransportation 
Office  of  Inspector  General 
400  7"  Street,  SW 
Room  9228 

Washington,  DC  20590 

Department  of  the  T reasury 
Office  of  Inspector  General 
Director  of  Finance,  Debt,  and 
IRS  Oversight 
740  15"  Street,  NW 
Suite  600 

Washington,  DC  20008 

N  ational  A  udit  M  anagers  -  N  on-F  ederal 
Audits 

HHS  OIG  National  External  Audit 
Resources 
Lucas  Place 

323  West  8"  Street,  Room  514 
Kansas  City,  MO  64105 
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Appendix  B.  Report  Distribution  (cont  d) 


National  Single  Audit  Coordinator 
Office  of  the  Inspector  General 
M  id-Atlantic  Audit  Division 
U.S.  Environmental  Protection  Agency 
3A100 

1650  Arch  Street,  3'^'  Floor 
Philadelphia,  PA  19103-2029 

Office  of  Inspector  General 
Attn:  Single  Audit  Coordinator 
Federal  Emergency  Management 
Agency 

500  C  Street,  SW 
Suite  510 

Washington,  DC  20472 

NASA  Office  of  Inspector  General 
NASA  Headquarters,  CodeW 
Washington,  DC  20546-0001 

Director,  Defense  Procurement 
Office  of  the  U  nder  Secretary  of 
Defense  for  Acquisition,  Technology, 
and  Logistics 

3060  Defense  Pentagon,  Room  3E1044 
Washington,  DC  20301-3060 


Chief,  Office  of  Naval  Research 
800  North  Quincy  Street 
Arlington,  VA  22217-5660 

D  epartment  of  the  A  i  r  F  orce 
Office  of  the  Assistant  Secretary 
(Financial  Managements  Controller) 
Attn:  Director,  Audit  Liaison 
(SAF/FMPF) 

1130  Air  Force  Pentagon,  Room  4D212 
Washington,  DC  20330-1130 

Department  of  the  N  avy 
Assistant  Secretary  of  the  N  avy 
(Financial  Managements 
Comptroller) 

Attn:  Audit  Liaison  Branch  (FM  0-31) 
1000  Navy  Pentagon,  Room  115 
Washington,  DC  20350-1000 

Department  of  the  A  rmy 
D  eputy  A  ssistant  Secretary  of  the  A  rmy 
for  Financial  M  anagementS 
Comptroller 

Financial  and  Accounting  Oversight 
Division 

0109  Army  Pentagon,  Room  3E588 
Washington,  DC  20310-0109 
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Defense  C  ontract  Audit  Agency 
Comments 


DEFENSE  CONTRACT  AUDIT  AGENCY 
DEPARTMENT  OF  DEFENSE 

ST25  JOHN  J,  KINGMAN  ROAD,  SUITE  2135 
FORT  BELVOIR,  YA  22IM0-fi219 


PQA  225.4  CD2001-OA-0107)  February  21,  2002 

MEMORANDUM  FOR  DEPUTY  ASSISTANT  INSPECTOR  GENERAL,  AUDIT  POLICY 
AND  OVERSIGHT,  DEPARTMENT  OF  DEFENSE,  INSPECTOR 
GENERAL 

SUBJECT:  DCAA  Comments  on  the  Discussion  Draft  of  DoDIG  Report  on  the 

Quality  Control  Review  of  IITRI’s  FY  1997  0MB  Circular  A-133  Audit, 

Project  No.  D2001-OA-0107 

Thank  you  for  the  opportunity  to  respond  to  the  discussion  draft  report.  The  subject 
report  provides  the  results  of  your  office's  quality  control  review  of  the  0MB  Circular  A-133 
audit  performed  at  the  Dlinois  Institute  of  Technology  Research  Institute  (ITTRI)  for  fiscal  year 
(FY)  1997.  KPMG  LLP  and  DCAA  performed  the  audit  on  a  coordinated  basis. 

DCAA  concurs  with  the  four  recommendations  presented  in  the  subject  report.  Enclosed 
are  our  comments  to  each  of  the  two  discussion  draft  quality  control  findings  supporting  your 
four  recommendations.  We  will  ensure  that  future  FY  audits  at  ITTRI  include  appropriate 
consideration  for  each  of  the  reported  findings. 

If  you  have  any  questions,  please  contact  me  at  (703)  767-3280  or  Marc  Parvin, 

Program  Manager,  PQA  at  (703)  767-2250.  Our  e-mail  addresses  are  laiTy.uhlfelder@dcaa.mil 
and  marc.parvin@dcaa.mil. 

Lawrence  P,  Uhlfelder 
Assistant  Director 
Policy  and  Plans 

Enclosure: 

a/s 
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Defense  C  ontract  Audit  Agency  (C  entral  Region) 
Comments 


CEHTFAimOh 


DEFENSE  COWTFIACT  AUDfT  AQEWCY 


nB-n/r-mDKlAD.  Hirt  m 


3WJ  BML2  Fflmjftry  ]4,  20ffi 

(DOJC) 

HEMORAXDUHPOH  DOPUTV  ASSISTANT  I^PBCTOft  <?ENERAL. 

AUDIT  rOLICV  AND  OVEKSlGliT, 

DBFATOl^^n-OFDEm^^SE  INSPECT  GENERAL 

Aj  j  t.’^nUN:  iMclSLern 

SUBJBCT:  CrmimEinLian  Diiciisunn  DreJt  R^pCifi  oJDCAA 

OM^CIKUIAT  A-133  AudiCKeptMl  of 
UliKoiE  triiIjliiiifriJ'Tfldif^lc^ft«p^^ 

Fa^  Year  June  SO,  1997 
l>CD  [0  PTOJM  No.  I>™!-OA4}LDf7 

TKank  yju  Rnr  ditcusyjiH  Lhe  winl^nr  fff  v«*f  7. 3002  DifeuBiixi  Draft  wit  m. 

In  pb  upec  wiAi  jsiiirimsEmcnL  Ehic  wjiji  ^  ^4^|oiU0  dpISMtiMe  inJ  lajndvH 

-‘te  audii  pHf<HlT14d  40  Cir^M  A-ISS'  requiranicnlL^  CHir  ^pwlfl?  iOTTinKflca  -nn 

yinit  iK^TTUsenditHni  an  ja  4E3lln^i: 

A.  W#  KfHnintnd  IM  ItK  Urvicli  LT]lei|)£»  Irvneh  DvItfiH 

CwiIrKl  Aiidk  A|p«-,  plan  avid  cw^lutl^  ttJdVtl  CMTke  ill  Majupincjii  ddiI  Budpt 
Cireuilir  A-l J3  emr  Ae  chUk  ap«i-arll«n9  Jllinu4i  IfelUELiJe  ^fTediDaLiicy 

BfMpr^  l^lEultn 

DEAA  Rmwiae.  We  concur.  ]n  fKI^  i&V  Idnpi^v^  Thfl  QVEialJ  plannkn^  dfing. 
■Amh  ^oordlriALIOfi  of Dudibfi  comnicncing.  wi A  lhe  -ranr; nr  opCfl  U&igi1rni(E  {FY  1999’^ 

Thda  Impm^mcnL  if  \ni^M  QO  I^Ui«  adrqutilc  cerver^-  of  Ae  enlinE.  operalji^Hiif  ^  lOTfti.  Qu/ 
AUitl  ^Uifc  TMW  ioJo™  iJiE  uiisilnB.  orffHse  tn-  [MW  ifBW  SUdil  10  rtWt t  The  renuiTerienti 

of  A- 1 33.  lull  lh«  dwk4^  %Qr  rew^L  dOll^  ^ApeiKhd  on  Lheie  awink  Auing  ihf  yttf,. 
rt£|iJC±Li-  i:OV£n$e  of  bJL  ipfJicibk  cotniplldnis  f^sJLttrrt^Li. 

n.  W«  iwliniHAd  dMl  iht  Bnutch.  Mruui^er^  Cl3lu0n>  Bmicll  Offktr  l>4&tu£ 

CaffitTBct  AuJIi 

Ir  Kmm  Aai  Firfarc  Clmjkr  A-liJ  an Ab  AilA4U44f|>  Ibe  ecUrw 

icDfie,  melWalDg^p  ^omplbie  (UterlL  And  aiidh  nKluikDK  la  cimplr  wHh  G«Kr«n^ 
AH4pM  GoWiinKal  Aadddrit  SlABdarAw 

PCAA  Banaaiia.  We  ewur  br^  wt  'aTiII  Lh^  fuDun:  uudJCE  M  ITHtl  will 

BtkquittJy  dot urtIM  IhS  aadil  rAjertive,  KOfH,  cnncliLSimfi  gnd  iimplinf  aTWditidiJa^ ^  Ld 


EnchiELm 
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SUBJECT:  Comments  on  Discussion  Draft  Quality  Control  Review  February  14, 2002 
Report  of  DCAA  0MB  Circular  A- 133  Audit  Report  of 
Dlinois  Institute  of  Technology  Research  Institute 
Fiscal  Year  Ended  June  30, 1997 
DoD  IG  Project  No.  D200UOA4)107 

comply  with  GAGAS.  Documentation  in  this  audit  did  not  meet  with  Chicago  Branch  or  DCAA 
expectations.  We  will  improve  the  documentation  on  all  open  and  future  assignments. 

2.  Ensure  supervision  is  provided  in  performing  the  Circular  A- 133  Audit 

DCAA  Response.  We  concur.  Although  there  was  supervisory  involvement  in  the  FY 
1997  audit  and  documentation  of  supervision,  the  supervisory  documentation  can  be  improved. 
As  stated  in  my  response  to  recommendation  B.l.  above,  documentation,  including  supervisory 
documentation,  did  not  meet  our  internal  expectations.  We  will  improve  the  supervisory 
documentation  on  all  open  and  future  assignments. 

3,  Provide  Circular  A-133  training  to  the  audit  staff  participating  in  the  IITRI 

audit. 

DCAA  Respoitse.  We  concur.  Training  on  Circular  A-133  was  provided  during 
December  2001  to  the  audit  staff  participating  in  the  A-133  IITRI  audit,  and  we  will  continue  to 
train  as  needed.  In  addition,  our  auditors  will  attend  DCAA  Headquarters’  sponsored  training  in 
May  2002. 

Thank  you  again  for  working  with  our  FAO  on  the  findings  and  providing  me  with  an 
opportunity  to  comment  on  the  Discussion  Draft.  If  you  have  any  questions,  please  contact  Ms. 
Harriet  Coorssen,  Regional  Audit  Manager,  at  (972)  753-2518  or  the  undersigned  at 
(630)  268-8590. 


/Signed/ 
Harvey  L.  Smith 
Branch  Manager 
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I  llinois  I  nstitute  of  T echnology  Research  I  nstitute 
Comments 
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FMmi.C 

Caitrai:4DT''9- RjB^DfUE 

Tlie  Sdteduk  47f AwwyU  111*  Fictld  YtM  taricd  Scp^m^ 

3€^  L99ip  Ibe  ynr  i9ul:N»q«ii£  la  ihe  yar-mfficwtd  hy  DODOIC,  -did  iwludc  1  nw 
dWfibtttt  dpt  EWUSCAJlil  AH^i^irti  P4lj&i4j  ux6  ID  jmpajjig  -Qw  schoiik.  The 
DiEuiiwi  in  Fiacil  Ybit  I  W,  L|i^  ye^r  ppiwd  by  ihc  DODOLQ,.  W«i  *a 
AiH  iiJEAfe:#  0MB  CirCidta'  Nc.  A-  L33  nilmiEiiDfii  wiD  inchidc  tlie  req^uired  nglt 

Tha  Pin]  Yw  L999  E>ali  CallficticD  Sheet  tuu  huft  KvijeJ  Q  Hit  pIL  ttdividutLl 
prO£mtP  rtibtf  UUd  td  R  A  D  djiAi:.  Tlu,  howmr,  ii  ocatddEnd  omeH^arjly 
mknduTl  Euue  [fi«  -dwiS  it  JWc4  U  Iht  SdHduLa  ^tEiptndibEn  vf  Pnfcnl 
Awndj  Lncludst  in  1I1D  OMB  CimilirNf^  A-1 iMbfwiujoa-  All  ftltUR  IhU  CfilEfCtian 
5[bKt9-  will  bt  pmoilEd  in.  Lha  um  <hCiil  u  tbe-  SchedulE  of  P^cpcndihiK  of  Fedool 
Awj^ulf. 
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Evaluation  T earn  M embers 

The  Deputy  Assistant  Inspector  General  for  Audit  Policy  and  Oversight,  Office  of  the 
Assistant  Inspector  General  for  Auditing,  DoD,  prepared  this  report.  Personnel  of  the 
Office  of  the  Inspector  General,  DoD,  who  contributed  to  the  report,  are  listed  below. 

WayneC.  Berry 
M .  Thomas  Heacock 
J  anet  Stern 
David  H .  Griffin 
Krista  S.  Gordon 


